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OFFICE OF MANAGEMENT AND BUDGET
The President's Council on Management Improvement was established recently by
an executive order signed by President Reagan. The new organization will
play a key role in the continuing implementation of the President’s
Management Improvement Initiative, Reform '88. The Council will develop
and oversee the implementation of improved management and administrative
systems government-wide, and will also formulate long-range plans to pro
mote improve federal management systems. In cooperation with the President's
Council on Integrity and Efficiency, composed of agency Inspectors General,
the PCMI will work to reform government management procedures and combat
waste, fraud and abuse. The Council consists of CMB's Deputy Director
Joseph Wright as Chairman, the senior managment official from each major
department and agency, as well as the Assistant to the President for Policy
Development and the Assistant to the President for Presidential Personnel.
For additional information contact the OMB Public Affairs Office at 202/
395-7381.
NATIONAL CREDIT UNION ADMINISTRATION
Accounting for mutual funds and trust funds was clarified recently by the
National Credit Union Administration as a result of increasing efforts
by organizers of mutual funds to seek federal credit unions investments
(NCUA News, 5/23/84). Shares in mutual and trust funds are generally
purchased at the public offering price, which is the net asset value per
share plus a sales charge which is usually quoted as a percentage of the
offering price. So, the total cost to the investor equals the market value
of securities plus a "broker" fee. Generally Accepted Accounting Standards
and Section 2040.1.4 of the Accounting Manual for Federal Credit Unions
require that marketable securities be recorded at the lower of cost or
market on the balance sheet. The amount of the cost of the marketable
security which represents the "broker's" fee causes the security cost to
exceed the market value on the date of purchase. According to the NCUA,
this excess over market value should, therefore, be recognized as an imme
diate expense and the investment recorded at the current market value
(cost net of broker's fee). For additional information contact NCUA Public
Information at 202/357-1050.
SECURITIES AND EXCHANGE COMMISSION
A report summarizing the discussions which took place at the Securities
Processing Roundtable on April 2-3, 1984, was released 5/31/84, by the
Commission. The Roundtable, which included representatives of clearing
agencies, national securities exchanges, the National Association of
Securities Dealers, Inc., brokerage firms, banks, transfer agents and
federal regulatory agencies, focused on ways to improve safety and effi
ciency in processing securities transactions in the National Clearance
and Settlement System. Some of the topics discussed were expansion of
the range of securities transactions processed by controlled clearing
agencies or ex-clearing agencies; whether clearing corporations should
guarantee trades earlier in the processing cycle and should establish
accompanying marks-to-the-market to increase safety and service qualify;
and, whether establishing a limited purpose Self-Regulatory Organization
for transfer agents would increase coordination among components of the
National System and increase efficient and safe security transfers. Copies
of the Report of the Division of Market Regulation may be obtained by
sending a 9"X12" self-addressed envelope, pre-stamped with $1.40 postage,
to the U.S. Securities and Exchange Commission, Public Reference Branch,
450 Fifth St., N.W., Rm. 1024, Stop 1-2, Washington, D.C. 20549.

-2An analysis of Regulation D is the title of a report recently prepared by
the Directorate of Economic and Policy Analysis (SEC News Digest 84-105).
The report examines the general operation of Regulation D by focusing on
the characteristics of issuers and offerings, the accredited investor
concept, and the expenses of offerings. According to the report, issuers
claiming an exemption under Regulation D, designed to assist small businesses
in raising capital by reducing regulatory burdens, offered approximately
$15.5 billion worth of securities in 7,222 filings during the regulation's
first year of operation. The amount of intended sales was equal to approxi
mately 17 percent of the total amount effectively registered for immediate
cash sale to the public. The average size of offerings was $2.1 million,
indicating Regulation D is being used primarily by small issuers. The
expanded accredited investor concept has allowed issuers to raise signifi
cant amounts of capital. Statistics presented in the report show legal
and accounting expenses for completed Regulation D corporate offerings are
less than comparable registered offerings on Form S-18. For additional
information contact Robert Zweig at 202/272-7249.
SMALL BUSINESS ADMINISTRATION
The comment period on the proposed accounting standards and financial reporting
requirements for small business investment companies has been extended by
the SBA to 6/10/84 (see the Fed. Reg., p. 22337). The proposal contains
the SBA's advanced notice of its intention to replace Appendices A,C, and
C of Part 107 of its regulations which deal with accounting standards and
financial reporting requirements for Small Business Investment Companies
(SBIC). The proposal, according to the SBA, is primarily to address the
accounting requirements of Limited Partnership Small Business Investment
Companies, an area on which the appendices are currently silent. In the
area of the proposal dealing with Selection and Qualification of the Auditor,
the SBA states that any auditor qualifying as an independent public ac
countant, CPA or licensed public accountant, may be considered as having SBA
approval to perform the annual audit upon selection by the Board of Directors/
General Partners, and the filing with SBA by such accountant of an executed
IPA certification, CO Form 112 certifying as to his qualification and in
dependence, unless otherwise stated by SBA. For additional information con
tact Thomas Bresnan at 202/653-6389.
TREASURY, DEPARTMENT OF
Regulations relating to the estate and gift tax marital deductions were
proposed recently by the IRS (see the 5/21/84 Fed. Reg., pp. 21350-70).
The proposed regulations reflect the changes made by tax legislation
since 1976 to increase and broaden the availability of the deduction.
The Tax Reform Act of 1976 increased the marital deduction to the greater
of $250,000 or one-half of the adjusted gross estate. The Tax Reform Act
of 1976 also provided an unlimited gift tax marital deduction for the
first $100,000 of gifts to a spouse and a 50 percent deduction for gifts
over $200,000. In the Economic Recovery Tax Act of 1981, the dollar
limits on estate and gift tax marital deductions were eliminated for
those dying or making gifts after 1981. The regulations clarify the appli
cation of the legislative provisions to specific situations. Comments
are required by 7/20/84. For additional information contact Robert B.
Coplan at 202/566-3287.
Proposed changes to IRS Forms 990 and 990-PF and the instruction to those forms
for 1984 will be discussed at a meeting of the Form 990 Advisory Committee
on 6/14-15/84 (see the 5/31/84 Fed, Reg., p. 22736). Forms 990 and 990-PF
are annual information returns required to be filed by various types of
organizations exempt from federal income tax and by nonexempt charitable
trusts. The meeting, which will be open to the public, will be held from

-312:30 p.m. to 5 p.m. on 6/14, and from 8:30 a.m. to 12 noon on 6/15, in Room
3313, Internal Revenue Serv
ice Building, 1111 Constitution Avenue, N.W.,
Washington, D.C. 20224. For additional information on the meeting or if
you wish to submit comments contact Robert W. Gardiner at 202/566-3137.

Final regulations concerning related group election with respect to qualified
investments in foreign base company shipping operations were approved
recently by the IRS (see the 5/29/84 Fed. Reg., pp. 22279-81). The regu
lations change the prior rule which made the taxpayer's election to determine
foreign base company shipping income and operations on a related group
basis an annual election. The new regulations provide in part that once
the election is made, it cannot be changed and shall apply for the taxable
year for which it is made and for all subsequent taxable years until the
election is revoked. A revocation will require the consent of the Commis
sioner. The regulations are effective for taxable years of controlled
foreign corporations beginning after 6/30/84, with respect to elections
made for taxable years beginning after that date, and for taxable years
of U.S. shareholders within which the taxable years of such controlled
foreign corporations end. For additional information contact Jacob Feldman
at 202/566-3289.
SPECIAL:

AICPA OPPOSES PROVISION IN TAX BILL

A Senate amendment to the tax bill, H.R. 4170, to require tax preparer verification of certain recordkeeping requirements by taxpayers has been opposed
by the AICPA Tax Division Executive Committee. Section 179(c) (5) of the
Senate amendment reads:
"...any income tax return preparer who prepares
a return of the tax imposed by this chapter for any taxable year shall
verify that adequate contemporaneous records have been kept supporting
deductions to which this subsection may apply before signing such return."
There was no preparer verification requirement in the House version. House
and Senate conferees are scheduled to meet this week to resolve their
differences on the major pending tax legislation. Among other areas of
disagreement, they will decide if the Senate verification amendment remains
in the final tax bill.
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